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ABOUT THE BUREAU OF BUSINESS 
AND ECONOMIC RESEARCH
The Bureau o f Business and Economic Research has 
been providing information about Montanas state 
and local economies for more than 50 years. Housed 
on the campus o f The University o f Montana- 
Missoula, the Bureau is the research and public service 
branch o f the School o f Business Administration. On 
an ongoing basis, the Bureau analyzes local, state, 
and national economies; provides annual income, 
employment, and population forecasts; conducts 
extensive research on forest products, manufacturing, 
health care, and Montana Kids Count; designs and 
conducts comprehensive survey research at its on­
site call center; presents annual economic outlook 
seminars in cities throughout Montana; and publishes 
the award-winning Montana Business Quarterly.









The th ink in g is clearer up  here.
S c h o o l  o f
businesslike
ADMINISTRATION
TheUnivers i ty o f  M on tan a
What a year it has been for the 
economy. Ben Bernanke may say 
that the recession is “technically 
over,” but there are plenty o f 
tough challenges that remain for 
businesses and organizations all 
across Montana. The recovery is 
getting off to a slow start, and 
the unfortunate developments at 
Smurfit-Stone in Missoula have 
compounded the setbacks that have 
already rocked the western parts o f 
our state.
But tough economic times have at least shined a bright light 
on economists. Our 2009 Economic Outlook Seminars set 
new records for attendance. And the Bureaus newly expanded 
summer outlook update program, in partnership with the 
Montana Chamber o f Commerce, was also very well received. 
BBER experts in forest products research and health care have 
been busy keeping up with the fast moving developments in 
each o f those key areas.
The Bureau has been around a long time — since 1948, 
actually. We’ve been changing over all o f those years, and 
those changes continue today. We re-launched our Web 
page, started producing daily podcasts on economic issues, 
and redesigned the inside cover o f the Montana Business 
Quarterly. We’ve worked with new clients and new partners 
on projects and have developed new capabilities in economic 
analysis and survey research. And we’ve applied our expertise 
in wood products and forest management to study newly 
emerging opportunities in biomass production and carbon 
sequestration.
But one thing that has not changed is our commitment to 
relevant and high-quality research. We jealously guard our 
reputation as a trusted, sought-after source o f information 
and expertise on economic issues o f importance to 
Montanans. If you or your organization have questions 
or information needs that we can help you with, we’d be 
delighted to hear from you.
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Mill residue, logging slash, small 
trees, and burned timber are all 
potential sources of w oody biomass 
for heat and energy.
Photos provided courtesy of 
F.H. Stoltze Land and Lumber Co.
Woody Biomass
Can Forests Fuel Our Future?
by Todd A. Morgan
IntroductionW ith the closure o f Smurfit-Stone Container in Frenchtown and the dismal economic conditions in Montana’s forest products industry, developing a biomass energy industry is becoming increasingly important for the state’s forests and forest-dependent 
communities and industry.
Turning locally grown and produced wood waste into a clean, renewable, 
sustainable source o f heat and energy, rather than sending it up in wildfire smoke, 
would seem to be a solution for several existing problems. With woody biomass, 
Montanans have an opportunity to capitalize on the popularity and federal support 
o f  green jobs and energy while also addressing important local issues such as 
employment losses in the forest products industry, tree mortality from insects, 
wildfire threats from overly dense forests, rising costs o f  heating fuels, and impacts 
o f  global climate change.
At the request o f  the Montana Department o f Natural Resources, the Bureau 
conducted research to quantdfiy the volumes o f woody biomass supply and use in 
Montana (Morgan 2009). Using data from the Bureau and the U.S. Forest Service’s 
Forest Inventory and Analysis Program, the report emphasizes that not all o f  the 
woody biomass supply existing in the state would be available to biomass users 
because o f various economic, ecological, logistic, and social factors. However, 
enough woody biomass to supply an industry more than twice the size o f existing 
in-state woody biomass users for several decades would potentially be available 
from using small trees on private and public timberlands in Montana. This article 
summarizes the report.
Woody Biomass Use and Sources
Montana has a substantial wood-using industry, with more than 200 timber­
processing facilities (Spoelma and others 2008). Woody biomass users in the state 
consist o f  10 bark or wood pellet plants, 10 active Fuels for Schools facilities with 
one more in design, two board facilities — medium-density fiberboard (MDF) and 
particleboard — and the recently closed Frenchtown pulp mill. The 11 Fuels for 
Schools facilities, combined, can consume approximately 8,000 dry tons (DT) o f 
woody biomass per year, plus another 310 DT o f wood pellets annually, or on 
average roughly 755 DT per facility each year (DNRC 2008). The 10 bark and 
pellet plants each use 20,000 to 40,000 DT annually, the particleboard and MDF 
plants each use 200,000 to 400,000 DT  annually, and the pulp mill used more than 
1.5 million dry tons (MDT) annually. Together, the existing woody biomass users in 
Montana consume approximately 2.5 MDT o f woody biomass each year.
The woody biomass sources Montana facilities currently use include mill residue 
(i.e., sawdust and log ends from sawmills and log home facilities), roundwood 
pulpwood, industrial fuelwood, logging slash, and recycled cardboard. Mill residue 
is the preferred form o f woody biomass for most biomass users. Slash or logging 
residue often is not usable for facilities/processes that require clean chips because 
o f contaminates in the slash. Several woody biomass facilities have experimented 
with using slash or roundwood as a substitute for mill residue with varying degrees
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o f success. The difficulty and expense 
in handling slash and de-barking small 
roundwood means that these woody biomass 
sources are frequendy not suitable substitutes 
for clean, dry mill residue.
Mill residue is the leading source o f 
woody biomass currently used in Montana. 
Mill residue production in Montana was 
only 1.5 MDT in 2004, indicating a sizable 
deficit (about 1 MDT) between the amount 
o f woody biomass demanded/consumed 
in Montana versus the amount supplied 
from in-state mill residue. That deficit was 
filled in part by mill residue from out-of- 
state mills as well as by using some logging 
slash, industrial fuelwood, and roundwood 
pulpwood harvested in Montana. These 
figures suggest that (until Smurfit’s final 
shutdown) competition exists for the 
woody biomass supply currently available in 
Montana, particularly for “clean” (i.e., free 
o f rocks, sand, dirt, char, needles, and bark) 
and dry woody biomass.
Between 2004 and 2008, in-state timber 
harvest in Montana declined about 25 
percent, from about 750 million board feet 
Scribner (MMBF) to approximately 550 
MMBF. Consequently, in-state supplies 
o f  mill residue and logging residue have 
declined, whereas the supplies o f  live and 
standing dead tree woody biomass (in the 
forest) have increased. Timber harvest in 
Montana declined about 68 percent from 
1987 to 2008, with private lands harvest 
falling 60 percent and national forest harvest 
dropping 85 percent during that period.
This longer-term trend o f declining in-state 
timber harvest, especially on the largest land 
ownership (national forests), has profoundly 
impacted the state’s wood products industry 
and may impact the potential development 
o f a biomass industry in Montana. Current 
timber harvest levels in Montana are on 
par with the lowest recorded levels last 
encountered during the late 1940s (Figure 1, 
page 4).
A Virtually Untapped Biomass Supply
Montana has 20 million acres o f non- 
reserved timberland (i.e., forest that is 
productive and not formally set aside from 
timber harvesting). These timberlands
Smurfit-Stone Container Closure 
New Opportunities fo r  Biomass Industry?
The closure o f  Smurfit-Stone Container will have lasting economic 
impacts on the state (see article, pages 8-9), but it may create some 
new opportunities, particularly in the biomass energy industry.
Smurfit was, by far, the largest user o f  small trees, logging slash, 
and mill residuals (wood chips and other by-products o f  lumber 
production) in Montana.
In a Governor’s Community Meeting held in response to the m ill’s 
closure, about 250 people — including loggers, millworkers, business 
owners, government officials, and others — met to discuss potential 
opportunities to deal with the closure and related job losses.
Opportunities may come out o f  adversity, Schweitzer said, 
adding that it is a good  time for the state to lead the development 
o f biomass and other green energy opportunities. Because Smurfit 
served as the state’s “sink” for wood waste, biomass efforts couldn’t 
get o ff the ground. Now that Smurfit is closed, the biomass industry 
can rise up in its absence.
Schweitzer said he has spent the last several years building 
relationships with companies that produce energy using woody 
biomass because energy development is one o f Montana’s most 
exciting economic growth opportunities.
What will happen with the Smurfit-Stone plant? A variety 
o f forestry consultants, energy experts, and entrepreneurs that 
Schweitzer invited to the meeting had several suggestions:
• Investigate the potential o f  designing a biomass cogeneration 
plant. With the infrastructure and ability to produce 25 to 75 
megawatts o f  wood-fired electricity, the plant could produce 
electricity to use in a variety o f  ways, including powering all 
state buildings and the Montana University System.
• Form a coalition o f Montana companies to work on green 
energy development and maintain, or even increase, the number 
o f forest products jobs.
• Develop a wood pellet plant.
• Find other manufacturing opportunities.
• Find another investor.
Regardless o f  what happens to the facility, private and public 
forest landowners have an immediate and long-term need for buyers 
o f  small trees, logging slash, and other by-products o f  ecological 
restoration, fire hazard reduction, thinnings, and salvage o f  beetle- 
killed trees.
Montana sawmills and other wood products manufacturers will 
likewise face increasing financial difficulty without outlets for their 
mill residuals. Under current wood market conditions, residual sales 
provide a substantially greater-than-usual contribution to the bottom 
line for sawmills. In short, with the loss o f  the Smurfit-Stone facility, 
the state needs several more relatively large outlets for small trees, 
logging slash, and mill residuals to meet the current and future 
demand for using wood waste in western Montana.
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Source: Bureau of Business and Economic Research, The University 
of Montana; USDA Forest Service Region One, Missoula, Montana.
currently contain 850 million dry tons (MDT) o f  live and 
standing dead tree above-ground woody biomass. This 
represents the largest and most feasible source for additional 
woody biomass feedstock in the state. Because availability 
o f live and standing dead tree above-ground woody biomass 
supply is constrained by social and/or economic factors, 
forest inventory data were filtered by different criteria to 
simulate the impacts o f  those constraints. The data filters are 
for illustrative purposes only and include the following:
• timberlands, to filter out reserved areas like 
wilderness and national parks and nonproductive 
forests;
• distance from road o f 0.5 mile or less, to filter out 
most or all roadless areas;
• forest ages o f  0 to 100 years, to filter out old forests;
• slopes from 0 to 40 percent, to filter out steep areas 
where ground-based timber harvesting equipment 
may not be feasible; and
• tree diameter at breast height (dbh) o f  5.0 to 10.9 
inches, to filter out very small/young trees, as 
well as larger-diameter trees that are more
often used for other wood products such as lumber, 
plywood, and house logs.
Simultaneously applying these filters to forest inventory 
data provided an estimate o f the potentially available land 
base and woody biomass supply in Montana. The filtered 
data indicated there are 40.3 MDT o f above-ground woody 
biomass on 3.6 million acres o f Montana timberlands that are 
0.5 mile or less from a road, on slopes o f 0 to 40 percent, in 
stands with ages from 0 to 100 years, among just those live and 
standing dead trees with dbh o f 5.0 to 10.9 inches (Table 1).
If the utilization o f  woody biomass is going to increase 
appreciably in Montana, it will likely require using wood from 
all forest ownerships. National forests will play a pivotal role in 
Montana’s biomass energy future, if for no other reason than 
their majority share o f timberland and biomass supply in the 
state. Nearly 70 percent (28.1 MDT) o f the potentially available 
live and standing dead tree woody biomass described above is 
located on 1.65 million acres o f national forest land (Figure 2), 
with an average o f 17 tons per acre. About 26 percent (10.6 
MDT) o f the woody biomass is located on 1.75 million acres 
o f private timberland, at an average o f 6 tons per acre. Only 
about 4 percent (1.6 MDT) o f the woody biomass is found on 
Bureau o f Land Management and state lands, combined.
These figures illustrate the importance o f national 
forests as a supply source for woody biomass, while also 
demonstrating the tremendous amount o f fuel for wildfires 
that live and standing dead trees represent on national forest 
timberland. Other studies also have indicated that national 
forests in Montana have substantial acreages o f  timberland 
that would benefit from ecological restoration and hazardous 
fuels reduction treatments that involve the removal o f  woody 
material that is suitable for both biomass and traditional wood 
products (Fiedler and others 2001,2004; Keegan and others 
2004).
Logging Residue
Logging residue is the woody material cut or killed and left 
in the forest or at the log landing during the harvesting o f 
timber. It is important to note that, by definition, the material 
counted as logging residue is not used for energy or wood 
products and often is burned in ‘'slash” piles.
It is also important to note that it is not economically or 
logistically feasible to collect and use all o f  the logging residue 
that is generated. In some harvesting units, most logging 
residue is dispersed across the site and would be very costly to 
collect. In other units, particularly where whole-tree harvesting 
and skidding are used, the majority o f logging residue is 
concentrated at log landings, but some residue inevitably 
remains near where each tree was felled and along skid trails. 
Because o f  these factors, as well as ecological concerns, not 
all logging residue is or would be available for use as a woody 
biomass feedstock.
The total amount o f logging residue produced during the 
2004 timber harvest in Montana was 860,641 DT. Since 2004, 
timber harvest levels in Montana have declined substantially. 
The 2007 harvest was about 70 percent o f the 2004 harvest 
level, and the 2008 timber harvest was about 60 percent o f 
the 2004 harvest. Consequently the volume o f logging residue 
currently being produced is much lower than 2004 levels. 
Declining timber harvest levels also have impacted timber­
processing facilities in Montana and the amount o f  mill residue 
being produced.
4 Mo n t a n a  B u s i n e s s  Q uarterly/Wi nter  2 □ □ 9
Figure 1
Timber Harvest in Montana by Owner
Table 1
Live and Standing Dead Tree Above-Ground Woody Biomass and 
Acreage by Ownership off Montana Non-Reserved Timberland*
Ownership Class Total Dry Tons Percent of Biomass Acres Percent of Acres Tons per Acre
National Forest 28,066,368 69.7% 1,650,675 46.0% 17.00
Bureau of Land Mgmt. 609,974 1.5% 88,239 2.5% 6.91
State 1,040,096 2.6% 99,642 2.8% 10.44
Private 10,577,416 26.3% 1,746,044 48.7% 6.06
Total 40,293,854 100% 3,584,600 100% 11.24
*0.5 mile or less from a road, slope 0-40 percent, stand ages 0-100 years, for tree dbh 5.0-10.9 inches. 
Source: Morgan, 2009.
Mill Residue
Wood residue from the manufacturing o f  wood products 
is the major source o f  material for two reconstituted board 
plants and other manufacturers o f  residue-based products. 
Smurfit-Stone Container in Frenchtown used to be the 
state’s largest user o f mill residue, but it closed at the end o f 
2009. Mill residue also is used for fuel by sawmills, plywood 
plants, and the pulp mill, which require heat for dry kilns and 
manufacturing processes. Some schools that heat with wood 
under the Fuels for Schools program also are using mill 
residue as fuel. The outlets provided by the residue-utilizing 
sector are very important to Montana’s integrated forest 
products industry, because the residue would be difficult and 
costly to dispose o f without these oudets.
The volume o f mill residue produced in Montana during a 
given year is closely linked to in-state lumber production that 
year. During 2004, sawmills accounted for almost 84 percent 
o f mill residue production in the state; plywood facilities 
accounted for 13 percent; log home manufacturers accounted 
for 2 percent; and the remaining 1 percent came from post 
and pole, cedar products, and log furniture manufacturers. 
Thus Montana’s existing wood products industry, particularly 
the sawmill sector, plays an important role in the woody 
biomass supply chain.
Timber-processing facilities in Montana produced 1.51 
MDT o f  wood residue during 2004. Only about 0.009 
MDT (0.6 percent) o f that residue was not utilized. About 
71.2 percent o f mill residue was used as raw material by 
the pulp and reconstituted board industry, 18.9 percent was 
burned as fuel, and 9.3 percent went for other uses including 
mulch, landscape material, animal bedding, and other uses. 
Utilization o f mill residue in Montana has been over 99 
percent for more than a decade and has been over 90 percent 
since the 1980s. These figures indicate that, as o f 2004, 
there was a limited amount (about 9,000 DT  annually) o f 
mill residue across the state not being utilized. The majority 
(54 percent) o f  unutilized mill residue was generated by 
Montana’s log home industry and was composed mainly o f 
log shavings, log ends, and bark (Spoelma and others 2008). 
Sawmills generated 36 percent o f the unutilized mill residue.
Since 2004, wood products manufacturing in Montana has 
declined substantially. Lumber production in Montana during 
2007 was about 20 percent lower than in 2004 (WWPA 
2008), and lumber production in 2008 was 31 percent to 
34 percent lower than in 2004 (Morgan and Keegan 2009). 
Plywood production in Montana also has declined since 
2004, and log home production is substantially lower than 
in 2004. Consequently, the volume o f mill residue generated
Figure 2
Potentially Available Acres and Woody Biomass By Ownership
Total Acres = 3.6 Million
Source: Morgan, 2009.
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Putting Biomass to Work
by Amy Joyner
Woody biomass energy systems are an increasingly 
popular renewable fuel solution and provide multiple 
benefits to communities and forests. Here are a few 
facilities that are using woody biomass:
Eureka Pellet Mills Inc.
From their mills in Eureka and Superior, the company 
purchases materials from local sawmills or chippers, makes 
wood pellets, and sells them to mom-and-pop stores and 
big-box stores. Christine Johnson, business development 
director for Eureka Pellet Mills Inc., says a U.S. Forest 
Service National Fire Plan Economic Action grant allowed 
the company to use more waste wood, hire nine new 
employees, and establish large distribution contracts with 
Walmart and Home Depot. Some o f the grant funds were 
used to purchase a new system that bags wood pellets for 
retail sale. The new system can bag a ton o f  pellets every 
two minutes to be burned for heat in efficient pellet stoves.
Pyramid Mountain Lumber
In Seeley Lake, Pyramid Mountain Lumber operates 
its sawmill using raw logs, which are converted to boards 
and sold nationwide. Biomass waste at the mill has a value 
o f its own, according to Gordy Sanders, the company’s 
resource manager. H og fuel (bark that is collected when 
it is removed from trees at the mill) is used to keep the 
plant warm and also is sold to other mills along with 
sawdust, shavings, and chips. Pyramid is working on a plan 
to construct a cogeneration facility that grinds and burns 
forest fuels — and the m ill’s waste — to create heat, steam, 
and electrical power. The resulting electricity could run 
their plant, while any excess power could be sold through 
the Missoula Electric Co-op Inc.
F.H. Stoltze Land and Lumber Co.
In Northwest Montana, the oldest family-owned lumber 
company in Montana, F.H. Stoltze Land and Lumber 
Co., employs 120 people at its 80-acre plant. From the 
mill located between Columbia Falls and Whitefish, Vice 
President o f F.H. Stoltze Chuck Roady says that the 
company managers have no immediate plans to construct 
a cogeneration facility but are working on two different 
study projects trying to develop an economically feasible 
option. “Woody biomass has a place in the future,” Roady 
says. “It’s the right thing to do.”
Plum Creek
Another large entity in the state’s forest products 
industry is Plum Creek, which owns about one million 
acres o f land in Montana and continues to harvest 
and manage its timberlands. Plum Creek operates four 
manufacturing facilities in Montana. Though it is not 
considered a true cogeneration operation. Plum Creek 
uses bark and ground-up slash to fuel the boilers at the 
Columbia Falls and Evergreen facilities. The company also 
sells woody biomass from its timberlands in Montana.
Back to School
Using forest and mill waste products has kept Dave 
Atkins very busy in 17 regional schools during the past 
nine years. A forest ecologist, Atkins is the regional 
program manager for the Forest Service’s Fuels for 
Schools program. The program begun in 2001, and 
schools are now being heated using mill and logging 
residue as fuel.
The first Fuels for Schools project was completed 
in Darby, and Atkins now works with six states. The 
program’s Web site (www.fuelsforschools.info) outlines 
specifics o f  the 17 biomass boilers running in schools 
in Montana, Idaho, Nevada, North Dakota, Utah, 
and Wyoming. In Montana, schools in Darby, Deer 
Lodge, Eureka, Kalispell, Phillipsburg, Troy, Townsend, 
Thompson Falls, Victor, and the campus at UM Western 
in Dillon are all saving money. In Darby, the school district 
saved $100,000 to $110,000 last year by using woody 
biomass instead o f  the old fuel system, Atkins says.
Moving Forward
Moving forward with biomass development is a priority 
for the state, according to Angela Farr, biomass utilization 
coordinator for the Montana Department o f  Natural 
Resources. Farr has organized a working group to address 
important questions about woody biomass utilization in 
Montana. The group represents a wide range o f  interests, 
including environmental organizations, academia, public 
and private land managers, other state agencies, and the 
logging and wood products community. Q
Amy Joyner is a reporter for the Montana Business Quarterly.
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in the state is expected to have declined significantly from 
2004 levels and will probably remain low during the current 
economic recession.
Conclusion
Figure 3 illustrates consumption and supply o f  woody 
biomass in Montana from the various sources examined. 
Recent in-state consumption o f woody biomass is 2.2 to 2.7 
MDT annually. Meanwhile, mill residue volume is declining 
as a result o f  ongoing mill closures, declining timber harvests, 
and increased milling efficiency. In-state production o f 
mill residue has fallen from about 1.5 to 1.0 MDT annually 
between 2004 and 2008, and 99 percent o f mill residue in 
Montana is already utilized. Thus, until the Smurfit-Stone 
Container shut-down, there was more demand for woody 
biomass in Montana than was being supplied from in-state 
mill residue sources.
Logging residue could provide more woody biomass for 
local heat and energy production, but the amount generated 
in-state has dropped from about 0.86 to 0.52 MDT per year 
during the 2004 to 2008 period. The amount o f logging 
residue generated in Montana also is declining as a result o f 
falling timber harvest levels and increased logging efficiency. 
This woody biomass supply source is believed by many to be 
underutilized, but availability is economically and logistically 
constrained, and the physical characteristics o f  logging 
residue often make it unsuitable for facilities that require 
clean, dry feedstock. Therefore, nearly complete utilization o f 
logging residue, as found with mill residue, is not likely.
Much more woody biomass material from all o f  the 
sources examined in this article— live and standing dead trees, 
logging residue, and mill residue— could become available 
through increases in forest restoration, fire hazard reduction 
treatments, commercial timber harvests, salvage logging,
and pre-commercial thinnings. While there is no guarantee 
o f these activities increasing in Montana’s near or distant 
future, increasing these activities could help to slow or reverse 
current trends in forest mortality, industry decline, and 
hazardous fuel accumulation in our forests. These activities 
also would help reduce carbon emissions to the atmosphere, 
reduce fossil fuels consumption, and increase energy self- 
reliance and independence. Q
Todd A.. Morgan is the director of forest industry research at UM’s 
Bureau of Business and Economic Research.
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Smurfit-Stone Mill Closure Will Have 
Lasting Impacts on Montana’s Economy
by Patrick M. Barkey, Todd A. Morgan, and Paul E. Polyin
T he December 14, 2009, announcement that Smurfit-Stone will close its Frenchtown mill will have significant impacts on the Missoula and statewide economies. But it still is too early 
to come up with precise estimates. The exact details o f  the 
closure and the severance packages will affect the economy­
wide impacts. For now, the best we can do is to identify how 
this closure will affect the broader economies and perhaps 
provide some rough numbers about the important magnitude.
The Smurfit Stone facility employed about 417 full-time 
workers with about $45 million in payroll and benefits. In
the late 1980s, peak employment at the mill was about 730 
workers.
During 2008, the average job at Smurfit-Stone paid more 
than $70,000 in annual wages and salaries. This compares with 
the typical wage and salary position in Missoula o f $26,000. 
The high average wage for the mill workers means that the 
loss o f  these jobs will have proportionately greater impacts on 
other sectors o f  the economy.
The Smurfit-Stone facility is the area's largest industrial 
employer with significant linkages to forest products, trucking, 
rail, and other important sectors o f  the local economy.
Smurfit-Stone Through the Years
1955
Preliminary investigation begins 
into site for a pulp mill in the 
Missoula area that would employ 
600 people.
1957
Waldorf Paper Products Co. 
completes construction on a $6 
million pulp mill 13 miles 
northwest of Missoula. Payroll is 
predicted to be $1.5 million a 
year.
1959-1960
Mill becomes Waldorf-Hoemer 
when Hoemer Boxes of Keokuk,
Iowa, increases its share of 
Waldorf Paper Products Co. to 50 




Name becomes Hoemer Waldorf 
. Corp. when shareholders of 
Waldorf Paper Products and 
Hoemer Boxes unanimously 
approve merger. Second major 
expansion begins in 1965.
1981
Two-week strike in July by United 
Paper Workers International. First 
curtailment of work schedules. 
Champion orders two-week 
shutdown in September because of 
soft market
1998
Mill becomes part of 





Champion International Co. 
buys the mill and begins a 
two-phase, three-year $170 
million expansion.
1986
Stone Container Corp. of 
Chicago purchases the mill as 
part of a $457 million 
package deal.
December 14th, 2009 
Smurfit-Stone announces 
it will peimanently dose 
the mill on December 
31st laying off 417 
employees.
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The BBER estimates that the Frenchtown facility’s closure 
will:
• lead to significant additional job losses in 
construction, retail trade, and health care services;
• put additional stress on local and state governments 
dealing with declines in tax revenues; and
• will produce measurable impacts on M issoula’s 
population as mill employees and others are forced to 
leave the area in search o f jobs.
The jobs at Smurfit-Stone have a very large footprint 
across the local economy. BBER estimates that the total job 
impact from the closure could be as high as 1,500 jobs when 
all o f the linkages are taken into account. This includes the 
417 mill employees, plus jobs in directly-linked industries such 
as sawmills (which provide the residue) and trucking, as well 
as jobs in retail trade and services that are supported by the 
spending o f the Smurfit-Stone workers.
In the short run, this closure will lead to slower growth out 
o f the recession for the Missoula economy than the BBER 
previously forecasted. The Bureau was estimating about 
0.5 percent growth, but researchers anticipate that the 2010 
growth figure may be trimmed to zero or even negative. No 
growth in 2010 will mark the third straight year o f recession 
for the Missoula economy.
In the long term, the loss o f  the Smurfit-Stone jobs will 
have a disproportionately large impact because these jobs 
represent higher than average wages for Missoula. The 
loss o f  these positions also will account for a permanent 
reduction in the economic base o f Missoula. BBER estimates 
that the Smurfit-Stone facility represents about 4 percent o f 
M issoula’s economic base.
The impact o f this closure quickly will ripple throughout 
the forest products industry and forest landowners. The 
Frenchtown mill has played a unique role as both a user 
o f mill residuals from other wood products facilities in the 
state and a buyer o f smaller-diameter, lower-value timber 
from land management activities. Montana’s forest products 
industry has seen significant declines in the last several years. 
Compared to 2005, there are more than 1,000 mill employees 
out o f work, and employee incomes in the industry are down 
by $12 million. □
Patrick M. Barkey is the director of the Bureau of Business and 
Economic Research. Todd A. Morgan is the Bureau’s director of forest 
industry research. Paul Poltfn is a research associate at the Bureau and 
the former director.
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Montanans’ Health May be Compromised by 
Decbning Number of Primary Care Physicians
by Gregg Davis, Tom Roberts, and Tawrence JL White Jr.
arcus Welby M.D.” was a popular 
1 ^ ^  X I  television medical drama from 1969 
I ^ ^ X  I  to 1976. Robert Young starred as a 
JL. w J L  family practitioner in private practice in 
Southern California. The show faded away with the passing 
o f black-and-white television broadcasts. But today it might 
be the family practitioner — not the TV show — who fades 
away. And although we may 
be able to do just fine without 
the TV show, a future in 
Montana without primary 
care providers is not an 
option.
Primary care providers 
are typically the first contact 
for people with undiagnosed 
health issues. It is our primary 
care provider who is most apt 
to know our family history 
and our children’s names and 
serve as our first line o f entry 
into an increasingly complex 
medical care system. In 
most rural areas in Montana, 
access to primary care 
providers is often the only 
option because specialists 
tend to locate in urban 
centers. However, Montana 
is well below the national 
threshold for the number 
o f primary care physicians 
needed per 100,000 population, and today’s trends do not 
make the future look promising. Without access to primary 
care providers, the health o f  Montanans could well be 
compromised.
The American College o f Physicians in 2006 warned 
that primary care, the backbone o f the nation’s health care 
system, was on the verge o f  collapse. The numbers o f  U.S. 
medical school graduates entering family practice residencies 
have fallen by more than 50 percent in the last 10 years, and 
the numbers for general internal medicine are even worse. 
And in a 2008 survey by the Physicians’ Foundation, 78
percent o f physicians believe that a shortage o f primary care 
physicians already exists in the United States. On the supply 
side, fewer medical school graduates are pursuing primary 
care fields because o f  lower compensation compared to 
specialty fields o f  medicine. The demand for primary care 
providers is increasing as well, further compounding the 
shortage problem. Most o f  us use primary care providers as
our usual source o f  care, and as 
the population ages, this demand 
will only increase.
Relative to health care 
delivered by specialists, primary 
care providers are shown to not 
only lower costs but to improve 
overall health outcomes as well.
The Importance off Primary Care
Many people value the role 
o f  a primary care physician as 
a source o f  first contact and 
coordinator o f  referrals. Primary 
care physicians talk to patients 
about blood pressure screenings, 
colon and breast cancer 
screenings, smoking, exercise, 
and many other health issues. 
This type o f  preventive care 
helps lower heart disease, cancer, 
and total mortality rates. In fact, 
an increase o f one primary care 
physician per 10,000 population 
results in a reduction o f  35 to 49 deaths per 100,000 people 
per year (Zhan, C. Macinko, J.).
People living in states with a higher ratio o f  primary care 
physicians to population are more likely to report good health 
than those living in states with a lower ratio. And although 
lower income is associated with poorer overall health, having 
primary care access lowers that disparity.
In metropolitan areas, an increase o f  one primary care 
physician per 10,000 population decreases hospital admissions 
by 5.5 percent, emergency room visits by 10.9 percent, and 
surgeries by 7.2 percent. (Kravet, SJ, S.A.) In Montana, over
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Table 1
Ratio off Specialists and Primary Care Physicians During the 
Last Two years off Liffe, [per 1,000 deaths]
2001-2005
Hospital Name Total FIE Medical Specialist FTE* Primary Care FTE**
Ratio of Specialists 
and Primary Care 
Physicians
Missoula Hospital Referral Region
Community Medical Center 24.9 14.0 9 J 1.45
St. Patrick Hospital 24.1 13.6 9.1 1.49
St. James Healthcare 17.6 5.5 10.7 0.52
Kalispell Regional Med Center 17.8 6.1 10.9 0.56
Marcus Daly Memorial Hospital 17.3 5.4 10.5 0.52
Billings Hospital Referral Region
St. Vincent Healthcare 21.8 8.9 11.9 0.74
Billings Clinic 20.8 11.1 7.9 1.41
Bozeman Deaconess 17.3 5.2 11.3 0.46
St. Peter's 20.1 4.3 14.8 0.29
Sheridan Memorial 22.3 5.7 14.5 0.40
Great Falls Hospital Referral Region
Benefis Healthcare 27.3 13.4 12.2 1.10
Northern Montana 18.3 4.0 13.2 0.31
U.S. Average 34.9 16.5 15.9 1.04
* Includes visits to immunology, cardiology, critical care, dermatology, endocrinology, gastroenterology, geriatrics, hematology/oncology, 
infectious disease, nephrology, neurology, pulmonary disease, radiation oncology, physical medicine/rehabilitation, rheumatology, and 
osteopathic medicine.
* * Includes visits to physicians in general practice, internal medicine, and pediatrics, and visits occurring in federally qualified and rural 
health centers.
Source: The Dartmouth Institute for Health Policy and Clinical Practice, 2008
$54 million annually is spent on avoidable emergency room 
visits alone because o f  the lack o f access to a primary care 
physician.
Primary care physicians provide a significant amount o f 
care for people during their last two years o f life. Table 1 
shows the role o f  primary care providers and specialists for 
several hospital regions in Montana. In all but four Montana 
hospitals, primary care providers are used more extensively 
than specialists during the last two years o f  life. Using primary 
care providers for end-of-life care results in fewer hospital 
days and lower costs (Kronman AC, A.A.).
Aside from improving health outcomes, using primary care 
physicians as the usual source for care also results in annual cost 
savings o f several hundred dollars per person (Table 2).
The Supply Side off the Story
Given the advantages o f a primary care workforce, 
knowing how many o f these providers exist is vital to ensure 
quality and lower-cost health care for Montanans. However,
Table 2
Adjusted Annual Mean Spending* 
by Usual Source off Care, 2001-2004
Adults Adjusted Spending
Difference from 




Family Practlce/General Practice $2,759
Subspecialists $4,189 $1,430
Office-Based Physician Services
Family Practice/General Practice $515
Subspecialists $741 $226
Spending on Prescriptions
Family Practice/General Practice $880
Subspecialists $1,086 $206
* Adjusted for sociodemographic characteristics, insurance, health status, geography and 
case-mix.
Source: “Usual Source of Care: An Important Source of Variation in Health Care Spending,” 
Robert Phillips et al., Health Affairs, Volume 28, Number 2,2009.
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Table 3
Primary Care Physicians in Montana
Davis/ Stenseth 2009* Rivard 2009** Larson 2007***Roberts 2009
Family Practice 308 371 491 N/A
General Practice N/A N/A 18 N/A
Internal Medicine 105 191 262 129
Pediatrics 82 67 97 N/A
TOTAL 495 629 862 N/A
*Adam Stenseth, Montana Primary Care Physician Workforce Study, January 2009. Data based on telephone poll 
conducted during June through December 2007. Counts reflect full-time-equivalents, where 1FTE represents a physician 
working at least 34 hours per week in direct patient care.
* * Saul Ricvard, Montana’s Primary Care Workforce, August 2009. Headcounts determined from a survey of the Montana 
Medical Association Directory of Montana Physicians, 29th edition, 2009.
***Jay Larson, M.D., Internal Medicine, Helena, personal survey 2007.
the exact number o f primary care doctors practicing in 
Montana is subject to question, and it varies by data source 
(Table 3). There is no uniform process employed by either 
the state or the Montana Medical Association for defining the 
number o f actively practicing physicians. For example, many 
physicians with active licenses are no longer providing clinical 
care.
In a telephone survey o f  Montana hospitals in November 
2009, combined with calls to local physician contacts, authors 
Davis and Roberts attempted to quantify the number o f 
primary care physicians in the state. According to the data 
gathered, Montana falls well below the generally accepted 
threshold o f 60 to 85 primary care physicians per 100,000 
people at 51 per 100,000. Additionally, primary care as well as 
specialty physician services tend to concentrate in Montana’s 
larger towns, further exacerbating physician availability to the 
rural population.
Knowing the correct number o f  primary care
providers is important for the designation o f 
Medically Underserved Areas1 and 
Health Professional Shortage Areas.2 
Every county in Montana except
Beaverhead has at least one primary care Health Professional 
Shortage Area designation, and all counties except six have 
Medically Underserved Areas.
When a community is designated as a Health Professional 
Shortage Area, federal funding is available to offer medical 
students scholarships to train as primary care physicians and 
help with loan repayment if they agree to practice in these 
areas for two to four years. Nearly 80 percent remain in the 
underserved area after fulfilling their service commitments.
In Montana, 37 full-time-equivalent primary care doctors 
practice in these designated sites in exchange for loan 
repayment.
Medically Underserved Areas also qualify for a wide range 
o f federal assistance, including community health centers, 
rural health clinics, Title VII and VIII training programs, and 
other beneficial programs for underserved areas.
The National Association o f Community Health Centers 
estimates that 150,000 Montanans are without access to 
primary care and that an additional 75 clinicians are needed to 
fulfill the need for primary care. Many practitioners are now 
older and close to retirement, a demographic that parallels the 
aging population in general. More practitioners 
now also practice part time. This is in part 
I due to a major change over the last decade in 
the gender mix o f primary care residents. In a 
2007 study by the Center for Studying Health 
System Change, the proportion o f females in 
the primary care physician population now 
constitutes one-third, up from 20 percent in 
the late 1990s. But the same study found
'Medically Underserved Areas are areas that 
have too few primary care providers, high 
infant mortality, high poverty and/or elderly 
populations.
2Health Professional Shortage Areas are areas 
that have a shortage o f  primary medical care, 
dental, or mental health providers.
that female primary care physicians now work fewer hours, 
46.9 hours per week, compared to their male counterparts 
who work an average o f  53.6 hours per week.
Medicare Pricing Formula
O f all the factors behind the declining supply o f 
primary care physicians, one in particular stands out: the 
Medicare pricing formula. Over time, this formula has 
resulted in significant reductions in office-based practice 
reimbursement as compared to hospital- or procedurally- 
based reimbursement. This payment formula also is used by 
private insurers so any disparity in payment is magnified.
For example, consider the reimbursement to a general 
practitioner for a complex follow-up office visit compared 
to other procedures requiring the same amount o f time 
but performed by specialists. In 2009, the Medicare 
reimbursement for a complex follow-up office visit in 
Montana is $85.73, and private insurance reimbursement 
is $152.32. Comparably, a standard heart catheterization 
performed by a cardiologist receives Medicare reimbursement 
o f $350, with private insurance at $620. And a cataract 
extraction, typically lasting about 30 minutes, is reimbursed by 
Medicare at $600 to $800 and private insurance at $1,000 to 
$1,500. Procedures such as heart catheterization and cataract 
extraction are hospital- or surgery center-based where a 
separate facility fee pays for the costs o f  general support.
The office-based primary care provider, however, must use 
the Medicare reimbursement also to cover the overhead 
o f running the office. Often then the Medicare payment is 
barely sufficient to cover the overhead o f  the primary care
physician, leaving little compensation for services.
As payment falls near the marginal cost o f  providing 
services to their patients, doctors have only limited options. 
Some will decrease the number o f  Medicare patients seen, 
and some doctors will simply retire earlier. In Montana and 
across the country, many primary care physicians now are 
employed direcdy by local hospitals and federally funded 
clinics. Hospitals and these clinics receive higher payments 
from government sources than an independent physician 
receives for the same services. The way this trend affects 
overall health care and costs is not yet apparent, but it 
certainly has provided the necessary support to keep primary 
care physicians in many o f  our communities.
Income Discrepencies
Another issue that is discouraging is the income 
discrepancy between family doctors and specialists. In 
2004, radiologists earned 260 percent the income o f 
family physicians, invasive cardiologists 253 percent, and 
gastroenterologists 218 percent. Primary care is being 
abandoned for more lucrative practices in radiology, 
orthopedic medicine, anesthesiology, and dermatology, where 
the financial rewards are significandy better than primary care.
Table 4 shows the real, inflation-adjusted changes in 
income for primary care and specialty fields o f  medicine. 
Family practice and internal medicine physicians have lost 
buying power, while those in other fields have seen significant 
increases since 1995. While this income disparity may be 
viewed by some skeptically, given the level o f  incomes 
for all, it is important to remember that the availability
Table 4




Adjusted) Gain (+)/ 
Loss (-) in Buying 
Power, 1995-2008
Primary Care
Family Practice $129,148 $179,672 -$2,782
Internal Medicine $139,320 $191,198 -$5,626
Pediatric/Adolescent $129,085 $186,641 +$4,277
Specialists
Anesthesiology $240,666 $410,658 +$70,657
Cardiology (Invasive) $337,000 $464,778 -$11,319
Dermatology $176,948 $355,847 +$105,864
Obstetrics/Gynecology $215,000 $285,812 -$17,929
Orthopedic Surgery $301,918 $455,762 +$29,228
Radiology (Diagnostic) $247,505 $465,000 +$115,337
Source: “The Primary Care-Specialty Income Gap: Why It Matters,” Annals of Internal Medicine, 2007, and updated 
for 2008.
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Table 5
Per Capita Personal Health Care Spending 
65+ and the 85+ Populations
Spending Category 65+ 85+ Compared to 19-64
Hospital Services $5,403 (37%) $7,916 (31%) $1,636(36%)
Physlcian/Clinic $3,024(20%) $3,037 (12%) $1,256(28%)
Rx $1,550 (17%) $1,980 (8%) $652 (14%)
Nursing Home $2,526 (17%) $8,706(34%) $127 (3%)
Other $2,293 (15%) $4,051 (16%) $840(19%)
Total $14,797 (100%) $25,691 (100%) $4,511 (100%)
Source: U.S. Health Spending by Age, Selected Years Through 2004. Health Affairs, Nov. 2007.
Table 6
Estimated Requirements for Patient Care Physicians per 100,000 
Population by Patient Age and Physician Specialty, 2000
Age Group Primary Care* Medical Specialties ** Surgery*** Other Care **** Total
0-17 95 10 16 29 149
18-24 43 15 54 48 159
25-44 59 23 52 62 196
45-64 89 41 59 81 270
65-74 175 97 125 145 543
75+ 270 130 161 220 781
* Includes general and family practice, general internal medicine, and pediatrics.
* * Includes cardiology and other internal medicine subspecialties.
* * * Includes general surgery, obstetrics/gynecology, ophthalmology, orthopedic surgery, otolaryngology, urology and other surgical 
specialties.
**** Includes anesthesiology, emergency medicine, pathology, psychiatry, radiology and other specialties.
Source: U.S. Department of Health and Human Services, Health Resources and Services Administration.
o f  primary care is o f  issue here, not the absolute level o f 
income compensation. Should the exodus from primary care 
continue, the implications for medical care in a rural state 
such as Montana may be profound in terms o f cost, access, 
and quality o f  care.
Several underlying factors contribute to the primary 
care-specialty income gap. Almost 80 percent o f  the 
Medicare payments going to primary care physicians are for 
evaluation and management services, whereas specialists 
rely more on procedures. Since technology and efficiency 
gains in procedures are more prevalent than in evaluation 
and management, specialists can increase volume to 
increase compensation more easily than their primary care 
counterparts.
Further exacerbating the shortage o f  primary care 
residents is the shift toward subspecialty training in teaching 
hospitals, the evolution o f  the health insurance marketplace 
to preferred provider organizations where patients can
directly access specialists, and the increased market power o f 
specialty focused provider organizations.
Medical School Issues
Family medicine is also influenced by institutional limits.
In 1973, the Washington, Wyoming, Alaska, Montana, and 
Idaho (WWAM3) medical school program was established 
and allocated just 20 slots for Montana students. These slots 
are funded by the Legislature so that Montana students have 
in effect in-state tuition at the University o f  Washington 
School o f  Medicine. But the number o f  students per class 
has not changed in the last 36 years. Today Montana has just 
2.78 publicly funded medical school seats per 100,000 people, 
compared to a national average o f 5.65.
Only one family medicine residency program exists in 
Montana. Since 1998, the program has graduated 64 family 
practitioners, or just six per year. Add to this fact that a 
majority o f  these residents trained in Montana stay to practice
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in Montana (69 percent). Montana has the lowest number o f 
graduate medical education seats in the nation (2 per 100,000 
compared to 25 per 100,000 nationally).
The Demand Side of the Story
In 2004, the elderly were 12 percent o f the U.S. population 
but accounted for 34 percent o f all personal health care 
spending. By 2030, the elderly population will double, 
accounting for 19 percent o f the total population. By 2030, 
all baby boomers will have reached retirement age and will be 
eligible for Medicare. An aging population will not only spend 
more on health but also rely more on primary care providers as 
their usual source o f care. Spending on physician services alone 
is nearly double that o f the 19 to 64 population (Table 5).
The primary care workforce will experience the brunt o f 
this increased demand due to an aging population. Table 6 
shows that the vast majority o f medical care requirements for 
the 65+ generation are nearly quadruple that required o f the 
18 to 24 population (Table 6).
As the population ages, the number o f chronic conditions 
managed by primary care providers increases as well. For all 
eight chronic conditions shown, family physicians serve as the 
usual source o f  care for over half o f  all patients (Table 7).
The Future for Primary 
Health Care in Montana
Considerable attention across the nation has been given 
to the exodus o f primary care doctors. But first, attention 
should focus on ascertaining the number o f currently 
practicing primary care providers, paying attention to the age 
o f the doctors, location o f practice, and willingness to accept 
future Medicare and Medicaid patients.
Leading the list o f  concerns should be the compensation 
paid to primary care providers. The Dartmouth Institute for 
Health Policy and Clinical Practice suggests Medicare should 
preferably fund post-graduate training programs that favor 
primary care and teach community-based care in treating 
chronic illnesses. Additionally, reimbursement for primary 
care should reflect the fact that much o f what constitutes 
primary care goes unreimbursed.
Primary care has a vital role in health care reform. Primary 
care practices are better suited to ensure true demand 
based on informed consumer choice (Dartmouth Institute). 
Studies show that when consumers are informed, and given 
alternatives, utilization o f the medical delivery system is more 
indicative o f true demand and overall results in considerable 
cost savings. This care is best delivered in the primary care 
setting.
An increase in scholarship and loan repayment assistance 
for medical graduates in primary care could increase access
Table 7
Family Physicians as 
Usual Source off Care 









Source: The New Model of Primary Care, American Academy 
of Family Physicians
to medical care in Medically Underserved Areas and Health 
Professional Shortage Areas. Evidence shows that many 
medical graduates who choose to practice in these areas 
remain in these areas. Finally, Community Health Centers, 
Rural Health Clinics, and Critical Access Hospitals will 
continue to play a pivotal role in primary care delivery. □
Gregg Davis is the Bureau’s director of health care industry research. 
Tom Roberts practiced general Internal Medicine in Missoula from 
1981 to 2006, helped establish the hospitalist program at St. Patrick 
Hospital in 2006, and currently is president of the Western Montana 
Clinic, a multistate, multispecialty physician group in Missoula. 
Lawrence L. White Jr. is the director of the Western Montana Area 
Health Education Center at The University of Montana and is an 
instructor in the School of Public and Community Health Sciences.
References
The Dartmouth Institute for Health Policy and Clinical Practice. December 
2008. Improving Quality and Curbing Health Care Spending: Opportunities 
for the Congress and the Obama Administration.
Kravet SJ, S. A. 2008. Health Care Utilization and Proportion o f  Primary 
Care Physicians. The American Journal o f  Medicine. 142-8.
Kronman AC, A. A. 2008. Can Primary Care Visits Reduce Hospital 
Utilization among Medicare Beneficiaries at the End o f  Life? Journal o f  
General Internal Medicine.
Macinko J, S. B. 2007. Quantifying the Health Benefits o f  Primary 
Physician Supply in the United States. Int J Health Serv. 111-26.
Zhan C, M. M. 2004. The Effects o f  HMO Penetration on Preventable 
Hospitalizations. Health Serv Res. 345-61.
1 5M on ta n a  B u s in e s s  Q u a r t e r ly /W in te r  z o o s
A re your kids nagging you for their own TVs to put in their bedrooms? Are you steadfasdy saying “no” — over and over and over again? Despair not — you can take comfort in the 
fact that you are not alone in denying your children this — to 
them — “basic right.” Only just over one-third o f Montana 
children have a television set in their bedroom, compared to 
50 percent o f children nationwide. Children in our state are 
also more active and less obese than the U.S. norm, and they 
spend less time in front o f a TV or computer screen.
But before we let our mind’s eye leap to the bucolic image 
o f rosy-cheeked Montana children playing on the prairie, 
let’s also consider this: Around 40 percent o f  children live in 
communities that lack sidewalks, libraries, recreation centers 
and parks. Only 62 percent have a medical home (primary 
care that is accessible, continuous, and comprehensive). 
Twenty-five percent have teeth that are not in very good 
condition, and 19 percent have not had a preventive medical 
visit during the past year. Nine percent have a need for some 
type o f medical care (mental, dental, etc.) that is unmet.
These findings are the result o f  the 2007 National Survey 
o f Children’s Health, one o f the few sources o f  data on 
children ages 6 months through 17 years. Conducted by 
the CDC, the telephone survey has an equally large sample 
size in each state (at least 1,600; Montana’s 2007 sample was 
approximately 1,800). The survey has been conducted once 








Though Montana finds itself on the periphery o f the 
“obesity epidemic,” there is no denying that the trend is 
on an upward trajectory even here. In fact, national trends 
indicate that today’s child population is on track to leading 
shorter, less healthy lives than their parents for the first time 
in recent history.
The equation is a simple one: When caloric intake 
exceeds caloric expenditure, the result is weight gain. Yet 
the message conveyed to today’s children is that more 
is better: super-sized servings o f French fries and soda, 
gigantic buckets o f  movie popcorn (with free refills) and 
king-sized candy bars. Today’s diet features serving sizes that 
are often twice as big as they were 20 years ago (Table 1) 
and regrettably short on fruits, vegetables, and whole grains. 
Children may be taught good nutrition in the classroom, 
but when they find themselves surrounded by food options 
o f  poor nutritional quality through vending machines and 
school stores, the message is diluted. The proximity o f 
fast-food restaurants, either near home or school, further 
compounds the issue as they become the go-to source for a 
quick meal on the way home.
Unfortunately, our activity levels have not kept up with 
the changes in our diets. Rather than become more active 
to compensate for our ballooning caloric intake, we have 
become more sedentary, and our children learn from our 
example. They spend less time engaged in active pursuits 
and more time playing video games, surfing the Internet, or 
watching TV. The ultimate irony is that you can now play




20 Years Ago Difference Today
Coffee w/whole milk and sugar Mocha w/steamed milk and syrup
8-oz serving size 305 calories 16-oz serving size
45 calories 350 calories
Muffin Muffin
1.5 oz serving size 290 calories 4 oz serving size
210 calories 500 calories
Pepperoni Pizza Pepperoni Pizza
2 slices 350 calories 2 slices
500 calories 850 calories
Chicken Caesar Salad Chicken Caesar Salad
11/2 cup serving size 400 calories 3 1/2 cup serving size
390 calories 790 calories
Popcorn Popcorn
5-cup serving size 360 calories 11-cup serving size
270 calories 630 calories
Chicken Stir-Fry Chicken Stir-Fry
2-cup serving size 430 calories 41/2 cup serving size
435 calories 865 calories
Source: Trust for America's Health.
a video game to help you exercise. Soon, we’ll have fresh air 
available by bottle.
Investing in early childhood has become a familiar 
topic in recent years, though the focus has been largely on 
early childhood education. Less attention has been paid to 
children’s physical health, beyond statistics 
that indicate health insurance coverage and 
access to medical care. Proper diet and 
exercise have not been at the forefront.
Where there have been measures in place 
to address nutrition, such as the school 
lunch program, the focus has been to 
keep kids from going hungry — a hugely 
important step — rather than providing 
optimal nutrition.
Standardized testing o f academic 
progress has been lamented in academic 
circles as being detrimental to “true” 
learning. What many fail to consider is 
that preparing students for these tests 
also takes up extra class time — time that 
might previously have been spent on physical education 
(PE) or at recess. Though it has been proven that physical 
activity improves cognitive ability, time spent on PE seems 
to be considered time wasted. Only one-third o f high school 
students have daily PE, and close to half has no PE at all 
during the course o f  an average school week.
Some schools around the country are experimenting with
ways to improve children’s health. At Brown Mill Elementary 
School in Lithonia, Georgia, children have been sugar-free for 
over 10 years. The school’s nutrition program was completely 
overhauled in 1998, with the result that test scores, truancy 
rates, and counselor referral rates all improved. The school 
day starts with an hour o f  physical activity, 
such as jumping jacks or dance, followed 
by a nutritious breakfast provided to all 
students. Initially met with strong opposition 
upon implementation, it has now been 
replicated in at least 17 other Georgia 
schools with great success. Unfortunately, 
there are numerous social, cultural, and 
political barriers that have to be addressed 
for such efforts to have wide-spread success.
The environment surrounding children 
also affects their activity levels. Living in a 
neighborhood with more green space, or 
living near parks and recreation areas, is 
more conducive to maintaining a healthy 
weight. In fact, with the addition o f a park 
within a half-mile o f  their home, the likelihood o f girls 
walking to school more than doubles; the likelihood o f  boys 
walking increases by close to two-thirds.
Many o f the factors that contribute to poor nutrition 
and lack o f physical activity, and hence obesity, are socio­
economic in nature and, as such, are exacerbated by poverty.
It seems counter-intuitive that poor people are at greater risk
”The ultimate 
irony is that you 
can now play a 
video game to help 
you exercise. Soon, 
we’ll have fresh air 
available by bottle.”
1 7Mo n t a n a  B u s i n e s s  Q uarterly/Win t er  2 0 0 9
for obesity than those with higher incomes; however, it is a 
question o f  the quality o f  the food choices available. Low- 
income families find themselves faced with limited choices 
in terms o f  nutrition. Disregarding for the moment the fact 
that many low-income neighborhoods lack grocery stores 
and supermarkets that provide fresh foods, healthy foods 
are becoming increasingly expensive. It may come down to 
choosing between enough food and healthy food, obesity 
versus hunger. Enough healthy food is not an option for 
many.
Additionally, poverty compounds an already unhealthy 
situation as low-income neighborhoods tend to lack the 
physical infrastructure that would encourage physical activity. 
There will be limited options for indoor recreation, while 
outdoor facilities such as parks, sidewalks, and walking areas 
can be unsafe, in disrepair, or even nonexistent.
But how does this affect the rest o f  the population?
Should we trouble ourselves by being concerned with obesity 
in children we don’t even know? Our society is a vast system 
o f  inter-connected parts. When all the parts run smoothly, 
the social machinery hums along to the benefit o f  all its 
parts. But when one part breaks down — either through 
wear-and-tear, faulty structure, or material weakness, it has 
ramifications for all the other parts. We will all either have 
to work much harder to get to the same place, or the entire 
machinery breaks down, keeping us from getting anywhere at 
all. When people become obese or overweight in childhood, 
chances are greater they will remain that way throughout their 
lives. Obesity is taxing on the body, and when this burden 
is introduced early in life, the cumulative effects are worse.
Imagine the collective burden on our social system if a whole 
generation o f children were to grow up and introduce an 
increased number o f  health risks. We would have to work 
really hard to compensate, or pay dearly to repair the parts 
that break down.
Some o f  the effects o f  childhood obesity include the 
following:
• Mood disorders such as depression and anxiety increase 
along with weight. Compared to normal-weight 
students, obese students are 32 percent more likely to 
have attempted suicide, to have seriously considered 
suicide, or to have a plan to attempt suicide.
• The increasing occurrence o f  Type 2 diabetes 
in children is largely driven by obesity, and while 
traditionally a disease in mature adults, it now accounts 
for up to 45 percent o f  new pediatric diabetes cases.
• Overweight and physically inactive people are more 
likely to develop heart disease (a leading cause o f 
death in the U.S. and in Montana), to have high blood 
pressure, high levels o f  blood fats, or suffer a stroke or 
a heart attack.
• Cancer, also a leading cause o f  death, occurs with 
increasing frequency in people who are overweight or 
obese. It is speculated that fat cells affect overall cell 
growth in a person’s body.
• Obesity increases the odds o f developing dementia and 
Alzheim er’s disease later in life.
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Healthy child development is the foundation for 
community and economic development — if we allow for the 
parts o f  our system to become increasingly unhealthy, the 
road ahead seems long indeed, and fraught with much heavy 
lifting.
But we do, after all, live in the “last best place,” which 
does position Montana to somewhat buck this trend. There 
are a lot o f  protective factors present in our state, including 
the fact that Montana families spend a lot o f  their free time 
together, reading, singing and telling stories, and having 
meals together. Eighty-eight percent o f  children in Montana 
are in very good or excellent health, despite low rates o f  
medical insurance. Eighty-six percent o f  0-5-year-olds have 
been fed breast milk as infants, compared to 76 percent 
nationally. Our children are slightly more active than their 
national counterparts and spend slightly less time in front o f 
a computer or television screen.
We can take this trend and expand on what we are already 
doing well. Increasing the activity levels o f  our children can 
help increase our own as well. By turning active time into 
family time, or vice versa, we are doing double-duty for 
ourselves and for our functioning as part o f  the larger system. 
By paying more attention to our own diets, we model good 
nutritional choices for our children. By choosing to read a 
book, play a board game, or get outside rather than watching
TV or playing computer games, we model healthy life choices. 
Your kids may not listen to what you say, but they pay close 
attention to what you do.
The ultimate challenge is to provide not just our own 
children, but all children — all the little cogs and gears in our 
social machine — a healthy start. To achieve this, however, 
there needs to be a systemic approach, where the dietary and 
activity needs o f  children are addressed at the public policy 
level.
Important first steps would be to provide a healthy, 
nutritional breakfast and/or lunch for all students, not just 
those who are suffering the stigma o f being enrolled in the 
Free/Reduced-Price Lunch program, and to reintroduce 
vigorous physical activity in the curriculum several times 
per week. Giving school vending machines the boot, or at 
the very least a nutritional make-over, may also behoove us, 
as these machines are nothing but a trade-off between the 
sch ool’s bottom line and the current and long-term health o f 
our children.
These suggestions, it’s true, place much o f the onus 
o f improving children’s health on the schools. However, 
leaving it up to overworked, stressed-out parents who make 
poor choices in terms o f  diet and activity levels clearly isn’t 
working. If you want different results, you need a different 
approach -̂  it’s time we found one.
Kids Count Findings 
State Summary
In terms o f socio-economic trends, the 2008 unemployment rate o f 4.5 percent was higher than 
the 2007 rate o f  3.1 percent, but lower than the 2000 
unemployment rate o f  5.2 percent. More o f  Montana’s 
children are living with their grandparents, while an increasing 
number o f single-parent families live in poverty.
Although the infant mortality rate is virtually stagnant, 
the child death rate is down. This trend should be viewed 
alongside the declining rate o f motor vehicle crashes where 
the driver was under 18 years o f age, as motor vehicle crash 
deaths are a major driver o f the child death trend.
Montana children and teens are doing well in other areas 
as well. The state’s teen pregnancy rate is down, at 8 percent 
in 2008, compared to 16 percent in 2000. The referral rate for 
juvenile offenses is down, and the number o f  substantiated 
cases o f child abuse is down. Though substantiated cases 
constitute roughly the same portion o f reported cases as in
previous years (11 percent), the total number has gone from 
1,154 in 2006 to 935 in 2008— a difference o f well over 200 
children.
The level o f  education in the state is climbing upward, 
with an increasing share o f the population having a high 
school degree or higher. Additionally, the share o f the 
American Indian population that holds a bachelor’s degree or 
higher has gone up since 2000. It is, however, still half that 
o f the white population (14 percent vs. 28 percent).
Some notable trends, however, remain stable, if not 
stagnant. Mirroring national trends, Montana’s infant 
mortality rate, the rate o f  pre-term births, and the incidence 
o f low birth weight births has changed very little since 2000. 
The same is the case with the portion o f births to mothers 
who smoke. It will be interesting to observe, as the state turns 
increasingly smoke-free, if this indicator will see significant 
changes in the next couple o f years.
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Prevention Needs Assessment
The Prevention Needs Assessment (PNA) survey is 
conducted by the Department o f Public Health and Human 
Services in even-numbered years, and questions 8th, 10th and 
12th graders about themselves, their families, their attitudes 
and their habits. The 2008 PNA reported sometimes glaring 
trends between the general student population and American 
Indian students, especially in areas such as feeling safe in their 
neighborhood, suffering from depression, and cutting classes.
Furthermore, the overall student population consistently 
reports a more positive experience than their American 
Indian counterparts— in the areas o f  school safety, family 
closeness, the presence o f  a trusted adult to talk to about 
their problems, and being praised by their teachers (Table 2).□




PREVENTION NEEDS ASSESSMENT 
(8th, 10th and 12th grades) 2002 2004 2006 2008
Percent of students who feel safe in their neighborhood
All students 87% 88% 88% 88%
American Indian students 76% 76% 75% 77%
Percent of students who feel safe at their school
All students 86% 86% 86% 87%
American Indian students 85% 76% 78% 79%
Percent of students who feel close to their mother and/or father
All students 81% 81% 81% 81%
American Indian students 75% 76% 76% 76%
Percent of students who do not have a trusted adult to talk to
All students 13% 6% 6% 12%
American Indian students 18% 9% 8% 17%
Percent of students who feel sad/depressed on most days during the past year
All students 37% 39% 39% 38%
American Indian students 51% 52% 54% 51%
| Percent of students who skipped/cut class at least once during the last 4 weeks
All students 28% 30% 27% 30%
American Indian students 42% 46% 45% 43%
1 Percent of students who are praised by their teachers) when working hard in school
All students 44% 48% 50% 50%
American Indian students 45% 49% 50% 47%
| Percent of students who think It's OK to sometimes cheat at school
All students 43% 41% 38% 36%
American Indian students 46% 48% 43% 39%
Percent of students who held a paying job outside of school during the past year
All students 44% 41% 39% 41%
American Indian students 31% 29% 23% 33%
Percent of students volunteering to do community service at least once during past year
All students N/A 52% 53% 55%
American Indian students N/A 36% 41% 40%
Percent of students who attend religious services at least once per month
All students 15% 14% 15% 14%
American Indian students 16% 15% 18% 12%
Sources: Montana Board of Crime Control (http://mbcc.mt.gov); Montana Department of Transportation (www.mdtmt.gov); 
Montana Department of Public Health and Human Services (www.dphhs.gov).
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Today’s Children, Tomorrow’s Business Leaders
Early Childhood Investment Important for Current and Future Workforce
by Julie Ehlers
She’s spent the last couple o f months collecting data, collaborating with coworkers, putting together her presentation slides, and practicing 
her speech. The board is all gathered together today to 
hear Jenny Jones report on her latest findings. But Jenny 
can’t make it to work.
Early this morning, Jenny’s day care provider, Sandy, 
called to tell her she was sick and wouldn’t be able to 
take care o f Jacob today. Jenny called a couple o f  friends 
to see if they could care for her son, but they were not 
available. In a panic, Jenny called her employer with the 
bad news, wondering if this one incident would ruin 
all her hard work, or if she would even have a job after 
today’s fiasco.
Jenny is just one o f many parents who struggle with 
work and child care conflicts. In fact, over one-third o f 
Montana children ages 0-5 have parents who have had to 
make last-minute changes in their child care arrangements 
and/or have had their work-life adversely affected by 
child care problems.
And it’s not just working parents who suffer. 
Employers, like Jenny’s boss — who had to deal with a 
disappointed board o f directors — also suffer when their 
employees have child care problems.
Parents o f young children make up a large sector 
o f Montana’s workforce, making child care and early 
education important economic and societal issues — 
not just insulated issues o f the home. Early childhood 
programs and systems affect both the current and future 
workforce; involving business and community members 
is critical.
Early C h ildh ood  B u s in e s s  Sum m its
In the summer and fall o f  2009, Montana Kids Count, 
the Bureau o f Business and Economic Research, and 
the Dennis and Phyllis Washington Foundation held 
business summits with community leaders across the 
state to address early childhood and education issues.
The purpose was to involve and educate the business 
community on early childhood issues and to develop a 
group o f local business leaders who are willing to build 
a sustainable network o f early childhood education 
advocates.
Some topics discussed at the summits held in Billings, 
Hamilton, Havre, Missoula, and Kalispell include:
• Child care costs. Some employers were not aware 
o f the cost burden on employees.
• Early childhood and education. The years 
before a child reaches kindergarten are among the 
most critical in his or her life to influence learning. 
Investment in early childhood education makes a 
difference in the quality o f the future workforce.
• Family-friendly work place policies. Flexible 
work hours, working from home, and allowing an 
employee to bring a young child to work might 
benefit the employee and employer.
• Unique challenges o f small businesses. Montana 
is a rural state with a high percentage o f small 
businesses. While large corporations are often
able to offer child care and employee benefits to 
accommodate parents in the workforce, small 
businesses are not often able to do the same.
These business summits are one step in involving the 
business community in early childhood issues. Montana 
Kids Count is currently working on the following projects 
to further these efforts, including:
• Conducting an online survey o f small businesses on 
their challenges related to employer/child care issues 
to get Montana-specific data;
• Making presentations at the Bureau’s 2010 Economic 
Outlook Seminars in nine cities throughout the state 
to report on findings from the Early Childhood 
Business Summits, as well as other information on 
how early childhood investment relates to Montana’s 
workforce.
• Developing a toolkit for business people describing 
family-friendly workplace policies and early 
childhood education issues; and
• Developing a toolkit for early childhood advocates, 
describing best practices in talking to business people 
about early childhood
issues. Q
To read the executive 
summary from the Early 
Childhood Business 
Summits, go  to 
www.montanakidscount.org. □
Julie Ehlers is the director of 
communications for Montana Kids 
Count and the Bureau’s marketing 
director.
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